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which the Lender is entitled to but has 
not received. 

§ 1980.325 Transactions which will not 
be guaranteed. 

(a) Lease payments. Payments made 
on a lease will not be guaranteed. 

(b) Loans made by other Federal agen-
cies. Loans made by other Federal 
agencies will not be guaranteed. This 
does not preclude guarantees of loans 
made by an FCS institution with direct 
lending authority. This also does not 
preclude loans made by state or local 
government agencies assisted by a Fed-
eral agency. 

§§ 1980.326–1980.329 [Reserved] 

§ 1980.330 Applicant equity require-
ments. 

A loan to purchase a new or existing 
dwelling may be made up to the ap-
praised market value of the security. 

§ 1980.331 Collateral. 
(a) General. The entire loan must be 

secured by a first lien on the property 
being financed (second lien when the 
loan is for a subsequent loan to an ex-
isting borrower or there is a transfer 
and assumption of an existing loan) 
and the Lender will maintain this lien 
priority. The Lender is responsible for 
assurance that proper and adequate se-
curity interest is obtained, maintained 
in existence, and of record to protect 
the interests of the Lender and RHS. 

(b) Third party liens, suits pending, etc. 
Among other things in obtaining the 
required security, it is necessary to as-
certain that there are no adverse 
claims or liens against the property or 
the borrower, and that there are no 
suits pending or anticipated that would 
affect the property or the borrower. 

(c) All collateral must secure the entire 
loan. The Lender will not take separate 
collateral, including but not limited to 
mortgage insurance, to secure that 
portion of the loss not covered by the 
guarantee. 

§ 1980.332 [Reserved] 

§ 1980.333 Promissory notes and secu-
rity instruments. 

(a) Loan instruments. The Lender may 
use its own forms for promissory notes, 
real estate mortgages, including deeds 

of trust and similar instruments, and 
security agreements provided there are 
no provisions that are in conflict or 
otherwise inconsistent with the provi-
sions of § 1980.309(b)(2)(v). The Lender is 
responsible for determining that the 
security instruments are adequate and 
are properly maintained of record. 

(b) Interest assistance instruments. 
When the loan guarantee is authorized 
from interest assisted funds, RHS will 
provide the Lender with the necessary 
forms and security instruments related 
to the interest assistance. The Lender 
will complete the Master Interest As-
sistance Agreement, assure that the 
closing agent properly records a junior 
mortgage or deed of trust which grants 
RHS a lien on the property in order to 
protect RHS’s equity share subject 
only to the first mortgage or deed of 
trust to the Lender or other authorized 
prior lien, and forward the agreements 
and recorded instruments to RHS. 

§ 1980.334 Appraisal of property serv-
ing as collateral. 

An appraisal of all property serving 
as security for the proposed loan will 
be completed and submitted to RHS for 
review with the request for loan guar-
antee. The Lender may pass the cost of 
the appraisal on to the borrower. The 
appraisal must have been completed 
within 6 months of the date the request 
for a conditional commitment is sub-
mitted to RHS. 

(a) Qualified appraiser. The Lender 
will use an appraiser that is properly 
licensed or certified, as appropriate, to 
make residential real estate appraisals 
in accordance with the criteria set 
forth by the Appraiser Qualification 
Board (AQB) of the Appraisal Founda-
tion regardless of the amount of the 
loan. Appraisers may not discriminate 
against any person in making or per-
forming appraisal services because of 
race, color, familial status, religion, 
sex, age, disability, or national origin. 

(b) Appraisal report. Residential ap-
praisals will be completed using the 
sales comparison (market) and cost ap-
proach to market value. 

(1) URAR. The appraiser will use the 
most recent revision of the URAR. 

(i) The ‘‘Estimated Reproduction 
Cost-New of Improvements’’ section of 
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